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OATH OR AFFIRMATION
I, VAL (LA A HAWA , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
it LEADERSH| P SEURPTIES  LEAVEP P , as

of [2 / 3/ ,20 O 5, are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

Z

Signature

Fresided

Title

— D3|op

This report ** contains (check all applicable boxes):
(a) Facing Page.

" (b) Statement of Financial Condition.
(c) Statement of Income (Loss).

d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

[0 (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

[ {g) Computation of Net Capital.

O (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

O (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

O () AReconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the

Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation,
ﬂ) An Qath or Affirmation.
g/(m) A copy of the SIPC Supplemental Report.
(n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

Notary Public

Wi,
ey,
o R .’y. .
3 %

DEBORAR H. PHILLIPS

:; f’ MY COMMISSION # DD 317508
7? £32F  EXPIRES: May 30, 2008
A R{' ‘R\\\‘ BW Theu Nmiy Public Um@mmm

** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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' Board of Dlrectors ‘ -
Equity Leadership Securmes Group tnc

In planning and performing our audit of the financial statements and supplémental schedules of Equity Leadership Securities
Group, Inc. (the Company), for the year ended December-31, 2005, we considered its internal control, including control -
activities for safeguarding securities, in order to determine our auditing procedures for the purpose of expressrng our oprmon
on the financial statements and not to provrde assurance on the internal control structure ‘ :

Also as requrred by rule 173 5(g)(1) of the Securities and Exchange Commission (SEC) we have made a study of the
practices and procedures followed by the Company including tests of such practices and procedures that we considered .
relevant to the objectives stated in rule 17a-5(g) in making the periodic computations of aggregate indebtedness (or aggregate

" - debits) and net capital under rule 17a3-(a)(11) and for determining-compliance with the exemptive provisions of rule 15¢3-3.
Because the Company does not carry securities accounts for customers or perform custodial functions relating to customer
securities, we did not review the practices and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verification_s, and comparisons
2. Recordatlon of drfferences requrred by rule 17a- 13
3. Complyxng with the requrrements for prompt payment for securities-under Sectron 8 of Federal Reserve

Regulatron T of the Board of Governors of the Federal Reserve System

The management of the Company is responsrbte for establrshlng and malntalnmg an mternal control and the practices and-
procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates and judgments by management
-are required to assess the- expected benefits and related costs of controls and of the practices and procedures referred to in -
the preceding paragraph and to assess whether those practices and procedures can be expected to achieve the SEC's above-
mentioned objectives. Two of the objectlves of aninternal control and the practices and procedures are to provide management o
with reasonable, but not absolute, assurance that assets for which the Company has responsibility are safeguarded against
loss from unauthorized use or disposition and that transactions are executed in accordance with management's authorization
‘and recorded properly to permit preparation of financial statements in conformity with generally accepted accounting principles.
Rule 17a- 5(g) lists additional obJectrves of the practrces and procedures listed in the precedrng paragraph

Because of mherent hmltatuons in any internal control or the practrces and procedures referred to above errors or fraud may
occur and not be detected. Also, projection of any evaluation of them to future periods is subject to the risk that they may
become inadequate because of changes in conditions or that the effectiveness of their design.and operation may deteriorate.

Our consideration of the internal control would not necessarily disclose all matters in the internal control that might be material
weaknesses under standards established by the American institute of Certified Public Accountants. A material weakness is
a condition in which the design or operation of the specific internal control components does not reduce to a relatively low level
the risk that errors or fralid in amounts that.would be material in relation to the financial statements being audited may occur
and not be detected within a timely period by employees in the normal course of performing their assigned functions. However,

_“we noted no matters involving the internal controf, including control actrvmes for safeguardlng securities, that we conS|der to
be material weaknesses as defined above : :

13302 Azeele St. Tampa,vFL 33609
(813) 877-9609 - Fax: (813) 875-4477



~ We understand that practices-and procedures that accomplish the objectives referred to in the second paragraph of this report
- are considered by the SEC to be adequate for its purposes in accordance with the Securities Exchange Act of 1934 and related -
regulations, and that practices and procedures that do not accomplish such objectives in all material respects indicate. a
material inadequacy for such purposes. Based on this »understanding and on -our study, we believe that the Company’s
practices and procedures were adequate at December 31, 2005, to meet the SEC’s objectives. )

This report is inténded soi‘ély for the use of the Board of Directors, manage}nént, the Securitieé and Exch>ahge Commission,

and other regulatory agen’cies which rely on Rule 17a-5(g) under.the Securities Exchange Act of 1934 in their regulation ore
registered brokers and dealers, and is not intended to be and should not be used by anyone other than these specific parties. .

Ll corlih € Gogln
Ferlita, Walsh & Gonzalez, PA o
Tampa, Florida

- February 3 2006
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~REPORT ‘OF> INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Dlrectors :
Equity Leadership Securities Group, Inc
Tampa, Florida - o

We have audited the accompanying statemients of financial condition of Equity Leadership Securities Group, Inc.as
of December 31, 2005 and 2004, and the related statements of operations, changes in stockholder’s equity, and cash .
flows for the years then ended that you are filing pursuant to rule 17a-5 under the Securities Exchange Act of 1934.
These financial statements are the responsibility of the Company’s management. Our responsrblhty isto express an

~ opinion on these financial statements based on our audits.

We conducted our audits in accordance with standards of the Public Company Accountlng Oversight Board (Umted'

‘ States). Those standards require that we plan and. perform the audit to obtain reasonable assurance about whether
the financial statements are free of material misstatement. An-audit includes examining, on a test basis, evidence -
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting -

- principles used and significant-estimates made by management, as well as evaluating the overall financial statement
presentatlon ‘We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the ﬁnancsat statements referred to above present fairly, in afl.materral reé‘pects, the financial position
- of Equity Leadership Securities Group, Inc. as of December 31, 2005 and 2004, and the results of its operations and .
. its cash flows for the years then ended in conformity with accountlng pnncnples generally accepted in the. Unlted States :
of America. - ,

Our audits were conducted for the purpose of formlng an-opinion on the basic financial statements taken as a whole.

The information contained in Schedules I-and Il are presented for purposes of additional. analysis and is not a required

part of the basic financial statements, but is supplementary information required by rule 17a-5 of the Securities

Exchange Act of 1934. Such information has been subjected to the auditing procedures applied in the audits of the

" basic financial statements and, in our oplmon is fairly stated in all matenal respects in relatlon to the basic financial
statements taken as a whole - .

, '7¢,@ﬁ, (/!)a-@L f %, /OA
Ferlita, Walsh&GonzaIez PA —
"~ Tampa, Flonda

'February 2, 2006

3302 Azeele St’.‘-;Tampa,' FL 33609
(813) 877-9600 . Fax- (813) 875-4477



- EQUITY LEADERSHIP SECURITIES GROUP, INC.

STATEMENTS OF FINANCIAL CONDITION .
December 31, 2005 and 2004

- ASSETS

Cash C
Commissions receivable -
Due from brokers

- Prepaid expenses

Deferred tax asset’ -~ .
Property and equipment, net
Variable annuity investment

LIABILITIES AND STOCKHOLDER'S EQUITY

LIABILITIES

Accounts payable
Commissions payable
Note payable |

Reserve for policy cancellations

Payroll taxes payable

STOCKHOLDER'S EQUITY ,
‘Common stock, $1 par value, 7,000 shares

. authorized; 100.issued and outstanding

Additional paid-in capital -

- Retained. deficit

See accompanying notes and accountants' report.

12005 2004

'$ 97.954  § 128928

133,091 27,382
1130 450
31,365 20,748
31,509 -

3441 4,209

101,084 . -

s 209574 .5 181,717

'$ 3000 § 1,019

117,542 120,248

- 12,870
4265 2,508
2,455 - 746

127,262 137,391

100 100
279,967 164,967
(107,755)  (120,741)
172,312 44306

§ 299574 § 181717



STATEMENTS OF OPERATIONS
Years Ended December 31, 2005 and 2004

REVENUES -
- Commissions
- Other income

- EXPENSES.

Commissions: o
Employee compensation and payrol! taxes
Licenses and permits
Insurance
- Professional fees
Rent and utilities
~Travel and entertainment
Computer support -
Other taxes
Other operating expenses
Bank service charges -
Reserve for policy cancellations expense _
. Office expense

" "Contract labor

Education and semlnars
Depreciation -
Interest expense

LOSS BEFORE INCOME TAXES

" INCOME TAX BENEFIT (PROVISION) .

NET INCOME (LOSS),

" See a‘ccorﬁpanyingv notes and accountants' report.

EQUITY LEADERSHIP SECURITIES GROUP, INC.

2005 - 2004
§ 2025144 $ 579,258
. 118,924 28,515
7,144,068 607.773
1,872,236 521,546
82,769 58,666
58,764 25,806
| 49,046 17,875
47,226 35,659
20400 - - 15,809
7,556 - 2,282
7,194 5,691
4,407 3,391
3224 836
3,146 1,337
75T 2,508
1,533 1,994
1,310 - 11,608
~ 1,030 1,321
" 993 624
- 886
2162501 707,839
(18,523) = - (100,066)
31509 -
12,986 §  (100,066)

5



EQUITY LEADERSHIP SECURITIES GROUP, INC.
. STATEMENTS OF CHANGES IN STOCKHOLDER'S EQUITY
" Years Ended December 31 2005 and 2004 ‘ '

Additonat~ - - - Tofal

Common Stock ~ Paid-in Retained ~ Stockholder's |

Shares  Amount Capital ~  Deficit " - Equity -

Balance at December31 2003 : 100 $-. 100 $ 47,967 $§ (20,675) $- 27,392
Netloss : e e - (100,066) . (100,066)
Contributions of capital’ o - - 117,000 . - - 117,000
“Balance at December 31, 2004 . 100 100 164,967  (120,741) - 44,326
Net income : S - - - - 12,986 12,986
Contributions of capital . =~ - BRI 115,000 - 115,000

Balance at December 31, 2005 - 100§ 100 § 279967 §$.(107,755) $ 172,312

See acco'mpanying‘notes and accountants' report.
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EQUITY LEADERSHIP SECURITIES GROUP INC
STATEMENTS OF CASH FLOWS 3
Yearsk Ended December 31, 2005 and 2004

2004 - -~

See accompanying notes and accountants' report.

2005
CASH FLOWS FROM OPERATING ACTIVITIES S , o : §
Netincome (loss) s ; ' $ 12,986 $ (100,066)
Adjustments to reconcile net income (Ioss) to net cash ' - ' : :
_provided (used) by operating activities: : o
Depreciation expense B ' . o 993 624
‘Increase in value of variable annuIty investment -~ (1,084) -
Increase (decrease) in: B S :
- Commissions' recelvable : L ‘ , C - (5,709) . (27,382)
Due from brokers =~ - - ' ' S (680) (450) .
Prepaid experises - ‘ - ' N (10,617) 7,852 .
~ Deferred tax-asset - : | ‘ ' © (31,509). -
Increase in: ' . ’ :
Accounts payable - . B o SR 1,981 1,019
~ Commissions payable S o A (2,706) 120,248
Reserve for policy cancellations S - , 1,757 2,508 -
Payrolltaxes payable o ‘ 1,709 . 746
: NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES - (32,879) 5,099
CASH FLOWS FROM INVESTING ACTIVITIES _ ‘ , : . N
Purchase of property and equipment : ‘ . : - (225)  (4,833)"
Purchase of vanable annuity investment - -~ - (100,000)- - '
: : NET CASH USED BY INVESTING ACTIVITIES (100,225) - (4,833)
CASH FLOWS FROM FINANCING ACTIVITIES ‘ : : A _ -
Repayments of.note payable o o - (12,870) (15,730)
Contributions of cap|tal ; : o EE . 115,000 117,000
. ‘ - - NET CASH PROVIDED BY FINANCING ACTIVITIES 102,130 101,270 °
NET INCREASE (DECREASE) IN CASH" (30,974) - 101,536
" CASHATBEGINNINGOF YEAR =~ . . | S 128,928 27,392
CASH AT END OF YEAR $ 97954 § 128928 -
»SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
-Cash paid. durmg the year for: : _
Interest $ $ 886
Income taxes o $ - $ -
L SUPPLEMENTAL DISCLOSURE OF NONCASH FINANCING ACTIVITIES , R . -
" Prepaid insurance fmanced through note payable . _ % - - § 28600



EQUITY LEADERSHIP SECURITIES GROUP, IN'C.

NOTES TO THE FINANCIAL STATEMENTS

NOTE A—ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLIClES

Organization—Equity Leadershrp Securities Group Inc. (Company) aFlorida corporatlon isaregistered broker-dealer
with the Securities and Exchange Commission and a member of the National Association of Securities Dealers
(NASD), that engages in the distribution of variable insurance products and other investments through its network of

‘natlonwrde brokers.

‘Revenue Recognition and Commissions Receivable—Commission revenue on variable life msurance pollcr’es is
‘recognized upon policy issurance. At that date, the earnings process has been completed and the Company can
reliably estimate the impact of policy cancellations for refunds and establish reserves accordingly. Subsequent

commission adjustments are recognized upon notification from the insurance companres Commission revenues from
variable annumes and mutual funds and recorded upon sale ‘

The insurance companies that underwrite the variable Irfe insurance polrcressold by the Company collectthe premiums

- directly from the insured and remit the applicable commissions to the Company. The majority of the commissions

receivable balance at December 31, 2005 and 2004 are commrssrons on variable life insurance- pollcres due from:
insurance companies. ‘

Useof Estrmates—The preparation of financial statementsin conformlty with accountlng prlncrples generally accepted ~
in the United States of America requires management to make estimates and assumptions that affect reported

amounts of assets and liabilities; as well as disclosures of contingent assets and liabilities, at the date of the financial

statements and the reported amounts of revenues and expenses during the reporting perrod Actual results may dlffer

- from those estimates.

Statement of Cash Flows—The Company consrders all cash in bank accounts and lquld investments with an ongmal

maturity date of ninety, days or less as cash.

" NASD Requlatrons—The Companys busrness is subject to significant regulatrons by the NASD Such regulation ~

includes, among other things, periodic examinations to determine whether the Company is conductrng and reporting
its operatlons in accordance wnth the appllcable requirements of the NASD

* Income Taxes—The Company utilizes SFAS No. 109, Accounting for Income Taxes which requrres an asset and

liability approach to financial accounting and reporting for income taxes. The difference between the financial statement

_and tax basis of assets and liabilities is determined annually Deferred income tax assets and liabilities are computed

for those differences that have future tax consequences using the currently enacted tax laws and rates that apply to
the periods in which they are expected to affect taxable income. Valuation allowances are established, if necessary,
to reduce the deferred tax asset to the amount that will more likely than not be realized. Income tax expense is the -

- current'tax payable or refundable for the perlod plus or mlnus the net change in the deferred tax assets or llabllrtles ’

Property and: Eqmpment——Property and equipment are carried at cost. Deprecnatlon is computed on the stralght -line
- . method, based on the estimated useful lives of the related assets. -

Fair Value of Fmanmal lnstruments—-The Company s financial instruments include cash, commrssrons receivable,
prepaid expenses, accounts payable, and commissions payable.-The carrying values of these fi nancial instruments
have been estimated by management to approximate their fair values. -

'NOTE B'—-—_PROPERTY AND EQUIPMENT, NET

: Propertyf and e‘quiprnentconslsted of the following at December 31

2005 2004
 Office equipment | | '§ 5058 $. 4833
Less: accumulated depreciation ¢ (1,617) (624) -

S 3441 & 4209
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" EQUITY LEADERSHIP SECURITIES GROUP; INC.
_ NOTES TO THE FINANCIAL STATEMENTS

NOTE C—VARIABLE ANNUITY INVESTMENT

in June 2005 the Company invested $1‘O(‘) 000 in a ‘deferred variable an}nurty policyon thve life of its sole stockh/older r

_with a scheduled annurty benefit date of August 1, 2039. The policy is subject to administrative and mortality fees,

premium taxes, and a surrender charge if liquidated prior to the policy’s tenth year. Earnings are reinvested and are
not-taxable until distribution. The annuity is reflected in the statements of financial position at policy. value and at -

December 31, 2005, had a policy and surrender value of $101,084 and $92,870;, respectively. The actual amount the

Company will receive from the annuity is dependent upon the Company’s allocation of account value between
guaranteed-return and variable-return investments and the future performance of those investments.

NOTE DQNOTE PAYABLE

, ln 2005 the Company repaid the balance of the note payable for whrch it was ﬂnancrng the oost of its errors ‘and

omissions insurance. The policy effective 2005 was paid in-full upon issuance.
NOTE E——RESERVE FOR POLICY CANCELLATIONS
The reserve for policy cancellatrons is based upon hrstorrcal cancellatron experrence adjusted by known circumstances

and includes an allowance for management's estimate of the cancellation recoveries collectible from the Company's
brokers The reserve is periodically evaluated and adjusted as necessary and was as follows at December 31:

2005 , 2004
‘Reserve for polioy cancellations o » . : . $ 4'2,652 : $ 25,082 . . :
Allowance for recoveries S ‘ . (38,387)  (22,574)
. Net reserve-for policy cancellations =~ *- - L3 4265 % 2,508

NOTE F;OTHER INCOME

The Company passes along a portion of the cost of errors and omissions insurance, and regulatory licenses and fees -
to its brokers. Reimbursements are recorded as Other income. .

| NOTE G—RELATED PARTY TRANSACTIONS

- The Company has a management agreement wrth two related entmes for the use of ofF ice space and operatlonal\
* support to be pard monthly by-the Company as follows

Rentand_utrlrtres B EERE § 1700 -
Other office expenses: | o Actual cost

lncluded in the statemenls of operations for the years ended December 31 2005 and 2004, are expenses totalrng :

" $20,600 and $14,168, respectrvely in assocratlon with the management agreement

NOTE H—lNCOME TAXES .

At December 31, 2005, the Company had an avarlable net operatrng loss carrylorward of approxxmalely $150 000

~-which comprrsed the main component of the Company’s deferred tax asset and that may be applied against future
- taxable income. The net operating loss carryforward will begin to explre in 2024 if not completely used by that time.



EQUITY LEAD‘ERSHlP SECURITIES GROUP, INC.
NOTES TO THE FINANCIAL STATEMENTS

NOTE H—INCOME TAXES (CONTINUED)

Income tax benefit (provlsion) for the years ended December 31, 2005 and-2004 conslsted of the following: -

+ 2005 2004
Currentta‘x expense - R $ S S
Deferred income tax beneft ~— ~ -~ 31,509 -

$ 31509 § -

At December 31,2005, the Company eliminated the valuation allowance of $23,756 recorded at Décember 31, 2004
because current opeérations indicate that realization of the related deferred tax asset now is more llkely than-not.

| , The income tax beneflt differs from the amount that would be calculated by applyrng federal: statutory rates to loss ‘

before income taxes because of the elimination of the deferred tax asset valuation allowance and state income taxes.

~ NOTE |—CONCENTRATIONS B

Cash

- The Company maintains cash balances atone ﬂnancral mstrtutron in Tampa Florida, Combined account totals are

insured by the Federal Deposrt Insurance Corporation up to $1OO 000. At December 31, 2005 the Companys ‘
uninsured cash balance was $57 744, ‘ '

Products and Underwrrter =
For the years ended December 31, 2005 and 2004 commlssron revenue from the sale of varlable Irfe insurance
policies accounted forapproximately 67% and 82%, respectrvely of total commission revenue and approximately 75%

- and 98%, respectively, of total commission revenue was earned from the sale of insurance and annuity contracts

underwritten by one company. Management does not feel the loss of this underwriter would impact the. Company's

underwriters is a result of qualrtatrve consrderatrons

'NOTE J—NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (SEC rule 15c3-1), o

~ which requires the maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to net

capital, both as defined, shall not exceed certain percentages As of December 31, 2005 the Company was in’
compllance of both rules : ~

operations since it has contracts with other underwriters and the volume of busrness conducted with’ various
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EQUITY LEADERSHIP SECURITIES GROUP INC :
SCHEDULE I - COMPUTATIONS OF NET CAPITAL UNDER RULE 15C3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

| DECEMBER 31, 2005

NETCAP!-TAL . : : o o B -
Total stockholder's equity. ‘ S . ‘ ‘ $ 172,312

‘Totalcapitalandallowableliébilities’ _ o R : , 172,312

Deductions'and/or charges:
Nonallowable assets: J o o _
Due from brokers e ‘ : oo o 1,130

Prepaid expenses L I - ‘ 31,365

Property and equipment, net ' : . o 3,441

Deferred tax asset - ' : R o ' © 31,509
Surrenderchargeonvanab|eannulty mvestment - C o C 8214
S ' T 75,659 -

Net capital befo're haircuts on securities positions _ _ S 96,653

©Haircuts on securities : o o o .. 505

- Net capital S s ' - . 96,148 -

Aggregate mdebtedness
. Items included in the statement of ﬂnanc&al condition:

Accounts payable T ) D $ 3,000
Commissions payable , S 1T H42
‘Reserve for policy cancellatlons : L ) , o 4,265
Payroll taxes payable o ' S : o : - 2,455

- Total aggregate indebtedness S ‘ B C - § 127,262
Computation of basic net capital requirement ‘

~ Minimum net capital required: - o o - - 8484

Excessnetcapital -~~~ . “ B 5 87664 -

~Aggregate indebtedness to het capital . | o , 131.67%

No material differences exist betWéen the Company's and the above computations. -

v. See .in_depen'dent auditofs', repo’rlt.” |



EQUITY LEADERSHIP SECURITIES GROUP, INC. '
SCHEDULE I} - INFORMATION RELATING TO POSSESSION OR -
CONTROL REQUIREMENTS FOR BROKERS AND DEALERS

. "PURSUANT TO RULE 15C3-3

AS OF DECEMBER 31, 2005

The Company quahﬂes for exemption under Rule 1503 -3(k}(1) from the Securmes and Exchange Commtssnon
Customer Protection ‘Rule (Rule 15¢3-3). Accordingly, the supplemental schedule of Information Relating to.
Possession or Control Requirements for Brokers and Dealers Pursuant to Rule 15¢3-3 is not applicable.

See independént auditors"repdn. x
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